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SOVIET ECONOMIC POTENTIAL DISCUSSED 
Moscow KRASNAYA ZVEZDA in Russian 20 Jun 79 p 2 


[Letter from V. Shumskiy, Ensign in the Guards, and reply by Lt Col V. 
Zolotarov, candidate of economic sciences: "Our Economic Potential” |] 


[Text] One frequently encounters in the press such an expression as the 
state's economic potential. Can you explain what this means? Say, for 
example, of our Soviet state. 


Guards Ensign V. Shumskiy 


First of all let me discuss the concept. In the modern political lexicon 
potential (this word comes from the Latin potentia -- power, force) means 
the degree of something's capacity in some respect, the totality of means, 
conditions and sources that are available and can be mobilized in order to 
achieve one goal or another or to sol’ > one problem or another. The econo- 
mic potential is the degree of the state's capacity (or that of the union or 
coalition of states) in the economic sense. It includes those available 
capabilities which it can realize in order to provide for the material 
needs of the life of the society in a given stage of its development, in- 
cluding those needs which arise if the state finds itself in extraordinary 
circumstances, for example, at war. 





How is this potential determined? Above all by the quantity and quality 
of productive forces at the disposal of the society. The greater their 
volume and the higher their level, the greater the growth rates and capa- 
bilities of public production, the more significant the state's economic 
potential is. 


Another no less important aspect is the nature of production relations within 
whose framework the development of productive forces takes place, the socio- 
economic and political structure of the society. Capitalism cannot provide 
for stability of economic development or complete utilization of available 
labor force or production capacities. But for socialism, which has put an 
end to the curse of an exploitative society, it is typical to have a perma- 
nent, continuous and planned process of expanded reproduction with stable 

and high rates of economic growth. The economic capabilities are not the 














the same for a socialist and a capitalist state which have similar volumes 
and levels of productive forces. They are greater in the socialist state. 


A typical example. During the years of the Great Patriotic: War the Soviet 
Union had a smaller heavy industry base than fascist Germany did. Our 
average annual steel production. for example, amounred at that time to i1.3 
million tons while in Germany and the countries it »ccupied the volume was 
33.4 million tons. Nonetheless we managed to produce 1.3 times as many 
military aircraft, 1.8 times as many tanks, self-propelled guns anc weapons, 
and 5 times as many mortars as the enemy did. 


When speaking of a state's economic potential it is important to keep in 

mind the goals for which it is used. Under the conditions of capitalism it 
is placed in the service of the exploiting classes who use it as a means ot 
obtaining fabulous profits, tighting for sources of raw material and the mr- 
ket for selling prepared products, gaining control over developing coun. cies 
and exerting pressure on the countries of the socialist community. Ur ‘er so- 
cialism the economic potential serves the interests of the workers aud is 
directed toward ever more fully satisfying their needs and demands, toward 
ensuring the economic independence and defense capabilities of the state, 
strengthening the socialist community and rendering fraternal assistance to 
developing countries. 


And now let us look at what our state's present economic potential is and 
how it is formed. It is known that the Soviet regime received a poor tech- 
nical and economic legacy from the old order. The six-plus decades since 
the October Revolution have changed the country's face to the point of being 
unrecognizable and brought it into the vanguards of economic and scientitic- 
technical progress. “Never before,” emphasized Comrade L. |. Brezhnev when 
speaking at the November (1978) Plenum of the CPS! Central Committee, “has 

a country had such a great economic potential, developed to such a degree by 
industry, science and technology." And indeed while in 1913 Russia produced 
only a little more than 4 percent of the world industrial output and in 1917 
we produced even less than 3 percent, now we produce one-fifth of it. 


Immense changes have taken place in all components of the state's economic 
potential. Let us discuss a few of then. 


Labor Resources 


Our country, as we know, is one of the most populous countries in the world. 
The number of residents has increased from 159.2 million in i913 (estimated 
using the current borders) to 262.4 million (according to data from the cen- 
sus of 17 January 1979). Of course there has also been a considerable in- 
crease in the numbers of able-bodies population. And since we eliminated 
unemployment long ago, practically all these people are engaged in socially 
useful labor -- they work, study, serve in the army and navy, or are em- 
ployed in homemaking. Last year, for example, the average arnual number 

of workers and employees in the national economy amounted tc 105.5 million 
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Moscow SOTSILAIT ISTIC} AYA iNDUS rRIY 4 in aAussian j Jul 19 ; Z 
‘Article bv V. Dobrikx, [first revat the L* vovskay UDKOT ; Ure ni = 
sist Party of the Ukrai : “Interbr aplexes” 
(ext | Ine decisions trie ¢ Pe Congress empnasize that ractical 
introduction of new scientifi ideas is today a no less important task t 
their development. The need in all ways to expand and deepen | tis be- 
tween fundamental and app.ied research and production is clear 4 inder- 
stood by everyone. The difficulty consists in something elise, in the om 
prehensiveness and the multiple planning of national economic tasks w 
cannot be resclved by individual people or even individual llectives. 

1 on the scale not only of the entire country, t 





These tasks ite develope 


also of the individual region, republic, kray and oblast. 

As we know, in these regions there is no agency which could soive problem 
of interbranch administration of science and technology. Therefore thess 
tasks are taken on by party mnittees who coordinate and direct tne acti 
vity of scientific and production collectives. In 19/6 the bureat r the 
oblast party committee approv renensive lan for the development of 
science and the promotion of scientific and technical progress in th last 
iuring tfNne lenth Five-Year P i i waS eve lx ead r tn ‘ tern Cc i 
tific Center of the Ukrainian SSR iden yf iences and the 

rector the "vov V é jr. ‘ iS nz impiemented 5s ce , iy 

tne most part. hi i ani ‘ iu we Manapne t ~Orcinat <i 

ties I | iGgeTii <¢ an Tat ; be i' tAid Var instit it. af  « eT ‘ ; 
tion Li TisS ituti ns ind ati eTrprises. 

cperience LT OMD LNA i‘ f ( rogquct nm .n Our oOunctry, iti ri 
in tn Kraine,. ha 1OW tnat Ty ne ¢ rective torms oj ian ‘ it 
mainagement of the deveiopment o! lence anc scientifi ind technical pi 
tress as a whole is the speciai purpose program appro 1. At its s lie 
comprehensive programs which ar irected toward obtainin inal practical 
results that are related to the realization of the achievement clenc 

| 
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One suld give other examples of fruitfui ties between researc institutions 
and production collectives. The economic effect from the intr cton of 
Scieatitie developments in the oblast during the year f é nth Five- 
Year Plan increased by 20 percent as compared to the annual averege unde 

he Ninth Five-Year Plan i amount t abut SO million rubies a vear. 
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SIBERIAN INDUSTRIAL DEVELOPMENT DURING PRECEDING FIVE-YEAR PLANS 


Novosibirsk IZVESTIYA SIBIRSKOGO OTDELENIYA AKADEMII NAUK SSSR - SERIYA OB- 
SHCHESTVENNYKH NAUK in Russian No 1, Jan 79 pp 28-33 


/Article by T. B. Baranova, Institute of Economics and the Organization of 
Industrial Production of the Siberian Department of the USSR Academy of 
Sciences (Novosibirsk): ‘'The Main Indicators of Siberian Industrial Develop- 
ment During the Seventh-Ninth Five-Year Plans'/ 


/Text/ The most important factor of the economic development of Siberia is 
the availability here of major and, as a rule, economical raw material, 

fuel, power and water resources. However, their development is being checked 
by the lack of labor resources and several other factors. Industrial pro- 
duction plays the leading role in the economy of Siberia: it provides more 
than 70 percent of the gross product of the region. The share of Siberia 

in USSR industrial production in 1975 was 8.8 percent. On a per capita basis 
in Siberia the production of the gross production of industry was 12 percent 
greater than on the average for the USSR. 


During the period 1961-1975 the industrial production of Siberia on the whole 
was developed more rapidly than all-union industry. ! In 15 years the pro- 
duction of the sectors of heavy industry (except for machine building, the 
chemical industry and the construction materials industry), as well as light 
industry increased to a greater extent than on the average for the USSR 
(Table 1). The outstripping of the growth rate of Siberian industry was 
mainly the consequence of the accelerated development of the sectors of 

raw material specialization: the fuel industry, the timber and wood process- 
ing industry, nonferrous metallurgy. Unlike the all-union trend, the growth 
rates of the gross production of the extractive and processing industries 

of Siberia during the Ninth Five-Year Plan were approximately identical. 





l. B. P. Orlov, "Problems of the Retrospective Analysis of Siberian Economic 
Development," IZVESTIYA SIBI’%SKOGO OTDELENIYA AN SSSR - SERIYA OBSHCHESTVEN- 
'\(KH NAUK, issue 3, No ll, 1977, p 87. 














Tabie 1 


Growth of Gross Industrial Production 























(1) |(2)ors roe * « 190 Fo. Cpeaneranenh veun 
+ pacae NPOMNWACHH .TH (3) ipupocta, °, 
(4 )cucnpe \(5)ccce (4Xubupe |(5 eccp 
Daextposiepretuxa (6) 562 419 it.4 | 10.0 
(7) Tonansuas 362 222 8.4 5.4 
Yepnan metaanyprua(8) 247 374 5.8 9.2 
(9) Numuseckan HEDTeXH- 669 7 12.6 14.i 
MUYeECK aA 
(10) Mawunoctpoenite Hn me- 483 631 10.0 12.9 
Tasno0Gpa6otTKa - | 
(11) Aecnas 230 191 5.7 4.4 
(12) Mpommiuaenxocts crpoit- 324 360 7.6 8.9 
MaTepiia.10B 
(13) .Terxas " 291 3 6.9 5.5 
Tuwesaa (14) 217 221 5.1 5.4 
Key: 
1. Sector of industry 8. Ferrous metallurgy 
2. 1975 as a percentage of 9. Chemical and petrochemical 
1960 10. Machine building and metal- 
3. Average annual growth working 
rate, percent il. Timber 
4. Siberia 12. Construction materials industry 
5. USSR 13. Light 
6. Electric power engineering 14. Food 
7. Fuel 


Note: Tables 1-9 were calculated by the author using the reference works: 
"Narodnoye khozyaystvo SSSR v 1975 godu. Statisticheskiy yezhegodnik” 
/The USSR National Economy in i975. A Statistical Yearbook/, Moscow, ‘'Sta- 
tistika", 1976, pp 190-191, 196-197, 204-209, 212-214, 221-222; “Narodnoye 
khozyaystvo SSSR v 1965 godu. Statisticheskiy yezhegodnik" /The USSR Na- 
tional Economy in 1965. A Statistical Yearbook/, Moscow, "Statistika", 
1966, pp 126, 129; "Narodnoye khozyaystvo RSFSR v 1975 godu. Statisticheskiy 
yezhegodnik" /The RSFSR National Economy in 1975. A Statistical Yearbook/, 
Moscow, "Statistika", 1976, pp 88-89, 91, 93-96, 100-103, LiO-113, 121, 124, 
128, 132-136; "Narodnoye khozyaystvo RSFSR v 1965 godu. Statisticheskiy _ 
yezhegodnik" /The RSFSR National Economy in 1965. A Statistical Yearbook/, 
Moscow, "Statistika", 1966, pp 82, 110-114, 119, 121, 125, 128, 135-137, 
146, 149, 154, 158-162. 





The development of a major fuel and power base in Western Siberia, of ali- 
union bases for the production of nonferrous metals, the products of the 
timber and timber processing industry and energy-consuming chemical products 
was the most important result of the economic development of Siberia during 
the latest period. Among the procurement stages of production ferrous 
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metallurgy was developed at the lowest rate, whicn is explained by the rela- 
tively slow increase and technical updating of its production equipment. 
Apparently, the dynamics of production in Siberian machine building are ex- 
plained mainly by similar reasons. 


The slowing of the growth of the chemical industry led to a decrease of the 
proportion of Siberia in the all-union production of chemical products. 
This is explained, on the one hand, by the shortage of raw materials and the 
low efficiency of some works and, on the other, by the reserved position of 
the ministries in determining the prospects of the sector in Siberia.~ 


The development of electric power engineering in Siberia in recent times was 
in obvious contradiction with the previous trend and the instructions on the 
anticipatory growth of this sector of industry. Whereas during the Eighth 
Five-Year Plan the growth rate of electric power engineering was stiii quite 
high (12.2 percent), during the Ninth Five-Year Plan it decreased sharply 
(to 7.5 percent) and was even lower than the industrywide growth rate of 
gross production (8.2 percent). This was the direct result of holding bacx 
capital investments in heat and power engineering for many years. 


Table 2 


~~ 


The Share of Siberia in the Gross Production of the Sectors of USSR 
Industry, Percent 




















(1) Ot pact” n powmwreHHOCTH 1960 r. 1965 r. 1970 r. i973. 
(2) Bea npowswarennocts 8.1 8.2 85 | 8&8 
DrexTposnepretuka (3) 11,3 13,6 15.5 | 16.2 
(4) Tonansuan 12.8 14.6 17.0 } 22.) 
NumMuyeckan H HEDTeNUViHGECKaA (5) 62 12.0 95 | 9,7 
(6)Mawuxoctpoenie 1 metar.1006pa- 9,7 7,5 8,1 7.5 
GotKa |. 
JTecnas (7) 12.6 14.9 149 ; 154 
8 )Mpomemaensocts crpoiimatepiatos 8,7 9.0 91 | 86 
Jlerxas (9) 4,2 4,2 5,0 5.8 
(10) Mumesaa 6,4 6.9 6,7 6,6 
Key: 
1. Sector of industry 6. Maching building and metalworking 
2. All industry 7. Timber 
3. Electric power engineering 8. Construction materials industry 
4. Fuel 9. Light 
5. Chemical and petrochemical 10. Food 





2. See "Razvitiye narodnogo khozyaystva Sibiri" /The Development of the Na- 
tional Economy of Siberia/, Novosibirsk, "Nauka", 1978, pp 207-213. 
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During 1961-1975 the gross production of Siberian industry increased 3.5- 
fold, while that of USSR industry increased 3.2-fold. As a result the share 
of Siberia in the all-union industrial production increased slightly: it 
reached 8.8 percent in 1975 as compared with 8.1 percent in 1960 (Table 2). 
The proportion in the total production of the leading sectors of union spe- 
cialization--electric power engineering, the fuel and timber industries, 
nonferrous metallurgy--increased steadily. For the chemical industry the 
maximum share of Siberia in the all-union production was achieved during 

the Seventh Five-Year Plan (12.0 percent in 1965), then fell sharply (co 

9.5 percent in 1970) and increased slightly at the end of the Ninth Five- 
Year Plan (9.7 percent). The proportion of Siberia in the gross production 
of light industry, which as a whole is not a sector of specialization, in- 
creased gradually. The share of Siberia remained stable in the construction 
materials industry (although this did not conform with the rapidly increas- ‘* 
ing demands of capital construction) and the food industry (which mainly 
reflected the lag of agricultur:). 


Since the starting point has a great influence on the magnitude of the share 
of Siberia in the absolute levels of all-union production, the increasing 
role of Siberia in the development of USSK industry is reflected more fully 
in the indicators of the increase of production (Table 3). An especially 
significant share of Siberia in the increase of all-union production during 
the Ninth Five-Year Plan was achieved for the fuel industry (38.4 percent). 


Table 3 


Proportion of Siberia in the Increases of the Gross Production of USSR 
Industry by Five-Year Periods, Percent 








(1) Otpacrb Npommulrennoctx 1961—1965 rr.j1966— 1970 rr} 1971—1975 rr. 
(2) Bes npowauaennocts 8,2 9.2 9.6 
D.wkTposHepreTHka (3) 16,1 19,0 18,0 
(4) Toususuan 23.6 24,1 38.4 
Nuweckaa nt neg@texuunyeckaa (5) 16.4 6.4 10,0 
(6) Meunnoctpoenve nm “etass006pa- 3.6 8.8 6,7 
GuTkKa 
JTeciaa (7) 35.5 14.9 17.9 
(8) Tpowumachnocts — ctpoiimatepua- 9,7 9.2 7,5 
A108 
.lerxaa (9) 43 6,5 8.6 
(10) Himesan 8.6 6.2 6,0 














Key: 
1. Sector of industry 6. Machine building and metalworking 
2. All industry 7. Timber 
3. Electric power engines -ing 8. Construction materials industry 
4. Fuel 9. Light 
5. Chemical and petrocher ical 10. Food 
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Siberia has steadily increased its share in the production of such important 
products as ferrous and nonferrous metals, petroleum, gas, coal, electric 
power, commercial timber, lumber (Tables 4 and 5). Against this background 
the indicators of the dynamics of the production of a number of chemical pro- 
ducts, paper and cement seem unsatisfactory. 


Table 4 


Proportion of Siberia in the All-Union Production of the Most 
Important Types of Products, Percent 




















(1) Baaw npoayxune 1960 Fr. 1965 Fr. 1970 Fr. | 1975 r. 
— | 
(2)4Uyryx . 7,1 7,2 93 | 9.2 
Craa (3) 5.8 6.5 73°} 88 
(4) [poxat 6.6 6,7 79 | 8? 
TpyGui ctarsnue (5) — — 34, | 38 
(6) AeresHaK pyre (KonUueNTpaT) — — 66 | 65 
He@r (BK. KONTeHCaT) (7) 0,0 0.4 as 30.1 
(3) ¥Yroae 23.1 238 | 26 | 290 
[a3 (eka nonytuuit) (9) 0.0 03 | 49 13.3 
(10)3aextposneprua 13.2 15.4 16.0 16.1 
Tpaxtopa (11) _< _ 6.4 7.4 
(12)Cranxu metararopexviune 3.4 28 1.8 1.9 
Munepatnuue yiobpexua (13) 1.6 3.9 3.9 3il 
(14 )Cuntetnvecks.* cos 13.7 16.4 15,1 13.0 
(15 )Cuntetiueckne i “ecKyccTBeHHWe 15,7 ‘178 13.1 ll.4 
BOA0KHa 7,0 7,1 72 | «87 
C6opume «/6 konctpyxunn (16) 
(17)Besoska apesecnu 19.1 22.8 242 25.9 
Tkanw Bcex Bi208 (18) . 2.6 3.6 3.1 3.1 
(19)Maco 10.0 9.9 8.5 7.6 
Macao xusotuoe (20) 12,1 11,2 12.5 12.9 
(21 Moaumatepuarw 17.8 20,9 19.9 22.5 
Bymara (22) 0.5 3.0 2.9 2.6 
(23)Llemenr 9.9 9.0 10,0 9.6 
Bepxuut tpuxotax (24) 3.2 4.3 6.4 6.2 
(25)Koxanan o6ya» 5.2 46 4.6 4,3 
Me6e.s (26) 6.8 6.7 6.5 65 
(27 Caxap-necox 0.6 06 0.4 0.4 
Key: 
1. Types of products 12. Machine tools 
2. Cast iron 13. Mineral fertilizers 
3. Steel 14. Synthetic resins 
4. Rolled products 15. Synthetic and artificial 
5. Steel pipe fibers 
6. Iron ore (concentrate) 16. Precast reinforced concrete 
7. Petroleum (including concen- components 
trate) 17. Removal of timber 
8. Coal 18. Fabrics of all types 
9. Gas (including casing-head) 19. Meat 
10. Electric power 20. Animal oil 
ll. Tractors 21. Lumber 


/Key continued on following page/ 
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Key: 
22. Paper 
23. Cement 
24. Knitted outerwear 


25. Leather shoes 
26. Furniture 
27. Granulated sugar 


Table 5 


Proportion of Siberia in the All-Union Increases of the Production of 
the Most Important Products by Five-Year Periods, Percent 

















(1) Bam npozyxusy 1961—1965 rr./1966—1970 rr_/1971—1975 rr. 

(2) Uyryx 75 16,2 88 
Cram (3) 8.6 10,4 15.8 

(4) Mpoxar 7,2 11,6 19.9 
Tpy6u: cratusie (5) — -- 5.0 

(6) Keaesnasa pyaa (Konuwentpat) —_ — 6.2 
Herts (8k.1. konrencat) (7) 1.0 27.6 83,2 

(8) Yroap 28,7 34.4 32.9 
[a3 (eka. nonytuwi) (9) 0,5 13,2 31.6 
(10) Saextposxeprun 18,3 17.2 16.5 
Tpaxtopa (1]) — _ 12.6 

(12) Cranxu metartopeayume —03 —99 —2,8 
Munepaspusie yroGpenua (13) 75 3,3 0.4 
(14) Cuntermveckne cvosn 18.0 14,0 i2.5 
(15) Cuntetuveckie  HCKyCCTBeHHBIE 20,0 4,1 8,7 

BOAOKHA 

C6opune «6 -onctpyxuma (16) 7.2 8.6 12.4 
(17) Bussosxa apesccunm 4.73 111.5 83.2 
Tkanu Bcex Butos (18) 12.8 —0,6 28 
(19) Maco 9.7 3.1 5.4 
Macao xusotnoe (20) 9.0 —7.2 158 

(21) Ewaowatepiac 83.2 0,3 169.5 
Bywara (22) 9.5 28 i] 

(23) Uewenr 7.6 13.0 8.4 
Bepxunii tpuxoram (24) 60 | 8,2 4.0 

(25) Koxanan o6ven 0.7 48 6.3 
MeGers (26) 6.5 6.5 6.5 

(27) Caxap-necox 04 —2,) 1,7 

Key: 
. Types of products li. Tractors 


l 

2. Cast iron 

3. Steel 

4. Rolled products 

5. Steel pipe 

6. Lron ore (concentrate) 

7. Petroleum (including conden- 
sate) 

8. Coal 

9. Gas (including casing-head) 

10. Electric power 


/Key continued on following page/ 
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12. Machine tools 

13. Mineral fertilizers 

14. Synthetic resins 

15. Synthetic and artificial 
fibers 

16. Precast reinforced concrete 
components 

17. Removal of timber 

18. Fabrics of all types 

19. Meat 
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21. Lumber ->. Leather s 

22. Paper 26. Furniture 

23. Cement 27. Granulated 
The ianges in the sectorial structure of USSR industry 
have had a quite definite trend. A tant decreas : 
the extractive sectors and an increase of the proportion 
sectors in the total volume of industrial production 
n Siberia there are significant peculiarities (see Ta 
tion of the extractive sectors in 1975 here was 2.3-f 
alleuftiign production (in 1967 it was 1.9-fold greater). 
five+y@ar plans this proportion has changed little. In 
crease of the proportion of the extractive indust: is 
above all through the accelerated growth of petroleum an 
The changes in wholesale prices, which occurred in 19¢ 
an increase of the proportion of the extractive industr 
duction of all industry. Thus, in 1975 the proportion ot 
dustry in 1967 prices was 18.7 percent and in 1975 price 
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increased quite rapidly, but at the same time a decreasé 


capital ratio occurred (Table 8). 
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somewhat more rapiiiiy than on the average for the USSR. Thus, Siberian in- 
dustry was deveicped comparatively efficiently according to the labor factor 
and less efficieutly from the point of view of the utilization of fixed pro- 
duction capital. Whereas in 1960 the output per worker in Siberia was 8 per- 
cent lower that che average union output, in 1975 it exceeded the average 
union level by 1.4 percent. At the beginning of the period in question the 
output-capital ratio in Siberian industry was almost equal to the average 
union output-capital ratio (it was 1 percent lower), but in 1975 the gap 

had already reached 24 percent. To some extent the deviation from the aver- 
age union rates of change in labor productivity and capital ia explained by 
the fact that structural shifts and an increase of the proportion of the 
nonlabor-consuming and capital-intensive sectors, such as the petroleum and 
gas industries and nonferrous metallurgy, occurred in Siberian industry. 
However, the output-capital ratio also decreased in the majority of other 
sectors. As compared with 1960 it increased only in machine building and 
the chemical industry. 


Table 7 


Proportion of Individual Sectors in the Total Production Volume 
of Siberian Industry, Percent 























(1) Otpatce npowmwrennoc rx (960 [1965 ¢ 1970 Fr. 11975 F. 
Bea npowuwarennocts (2) 100 «61100 «1100 1100 
(3) Srextpowmepretmna 3.2} 46! 5,3) 5,1! 
Tonanenan (4) 13,8} 12.5) 12,4] 14,2 
(5) Yepnan weraaaypres | 5.7) 5.3! 4.8] 4,0 
\eweveckan o wedrevumiuvecnan (6) 3.9) 7.31 6,7] 7.6 
(7) Mawnnocrpoenne 17,2 | 18,4] 21,9} 23.5 
clecnan (8) 12,3] 10,7] 9,1 | 8,2 
(9) Npowmurtensocts  ctpofmarepua- 
208 4.3) 45) 4.4) 4,0 
(10) Merkas 11.7] 88) 9.9] 9,7 
Miwsesas (11) 22,8 | 20,2 | 16,7 | 14,1 
Key : 
1. Sector of industry 7. Machine building 
2. All industry 8. Timber 
3. Electric power engineering 9. Construction materials industry 
4. Fuel 10, Light 
5. Ferrous metallurgy ll. Food 
6. Chemical and petrochemical 
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Key: 
l. Indicator 4. Labor productivity 
2. Growth rate as a percentage 5. Siberia 
of 1960 >. USSR 
3. Average annual growth rate, 7. Output-capital ratix 
percent 
Table 4 
Increase of the Capital-Labor Ratio in Siberian and USSR Industry 
Tewnm pete ef, « Cpeaneronoeee teva taupe 
7 19 r - 7 "« 
Gy) (2) 
Nees ¢ bere e laee ee ft im HSS = 9 ’ : - 
} | | 
' j . 
3) CuGupe | 1341 224!) 366) 9,0 7,7 10,3 
4) CCCP | 143] 192] 272 7,4 60 | 7,2 
Key: 
l. Growth rate as a percentage 3. Siberia 
of 1960 4. USSR 
2. Average annual growth rate, 
percent 


The process of replacing living labor with means of labor is rapidly occur- 


ring in Siberian industry. 


whereas at the beginning of the period in 


The capital-labor ratio here is increasing con- 
siderably more rapidly than on the average for USSR industry (Table 9). 


And 
Siberian industry the capital- 


labor ratio was 8 percent lower than the average union ratio, at the end of 
the Eighth Five-Year Plan it overtook the 


average union ratio and continued 





to increase during the Ninth Five-Year Plan at a more rapid rate. In 1975 
it already exceeded the average union level by 33 percent. During the 
period in question the increase of fixed capital was the predominant source 
of the increase in the volumes of industrial production. 


COPYRIGHT: Izdatel'stvo "Nauka", “Izvestiya Sibirskogo otdeleniya AN SSSR", 
1979 
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FLAWS IN ECONOMIC RESEARCH IN REPUBLIC REVEALED 
Minsk PROMYSHLENNOST' BELORUSSII in Russian No 5,May 79 pp 18-21 


[Article by A. Zhuravkov, Candidate of Economic Sciences: "When Forces Are 
Divided: Economic Research in the Republic Needs Improvement in Planning and 


i.e 


Coordination | 


[Text] In recent years the potential of economic science in Belorussia has 
risen considerably. At the present time it is represented by eight scientific- 
research institutes and branches, a number of divisions and departments in 
union-level scientific-research institutes, eight cent«rs for the scientific 
Organization of labor, 15 branch economic scientific-research laboratories, 

and about a dozen divisions and sectors of scientific-research and 
construction-planning institutes and other subdivisions. Nor should one 
disregard the contribution made by the specialists in economic science who 

are working in educational institutions. 


Last year the total number of scientific workers employed in the economy 
exceeded 3000. That means that every eleventh scientific worker in the 
republic is an economist. They include 31 doctors of science and 858 candi- 
dates of science. As compared with 1965, the number of scientific workers 
specializing in economics increased by a factor of 3.7; doctors of science, 
by a factor of 10.3; and candidates of science, by a factor of 3.3. 


All this has had a beneficial influence upon the quality of the scientific 
research. It has received a considerable further development, the theoretical 
level of the research projects has risen, and the results of many of them 
have found application in the practical work being performed by soviet and 
economic agencies. One cannot overlook the contribution made by economic 
scientists to the development and placement of our republic's procuctive 
forces, the specialization and concentration of production, the improvement 

of cost accounting, and the development of automated control systems at various 
levels, and output quality-control systems, and to the resolution of a number 
of other questions. 


There has been a slight improvement in the planning, organization, and coordi- 
nation of the scientific-research projects, the integration of the scientific 
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efforts, the material-technical base o che scientific institutions has become 
stronger, and their ties with the institutes of the USSR Academy of Sciences, 
USSR Gosplan, and many other institutions and institutes in the country have 
also become stronger. For example, the Gosplan of Belorussian SSR, jointly 

with the republic’s scientific institutions, developed a list of the most impor- 
tant economic problems, which encompass a broad circle of research projects. 
They involve: the methodology of determining the effectiveness of the repub- 
lic’s social production; the substantiation of its economic and social develop- 
ment; the creation of complexes of automated systems for control of the national 
economy, methods and means of achieving a high level of quality in manufactured 
articles, etc. 


The Institute of Economics, of the Academy of Sciences of the Belorussian SSR, 
is carrying out research to substantiate the methodological principles of 
evaluating the economic effectiveness of social production. The Scientific- 
Research Institute of Economics and Economic-Mathematical Methods of Planning 
(NIIEMP), attached to Gosplan, Belorussian SSR, is working on the second 
phase of an automated system of planning computations for BSSR Gosplan. 

It is also developing comprehensive programs for the development of the re- 
public's national economy for the long term. 


The following are a few examples. The Belorussian Branch of the Scientific- 
Research Institute of Labor is developing recommendations for improving the 
providing of material incentives in industry, for increasing the labor produc- 
tivity and the quality of output,and the broad introduction of collective 
forms and systems of wages for the final results of production. The collective 
at the Belorussian Branch of the All-Union Scientific-Research Institute of 
Problems of Organization and Control (BF VNIIPOU) is working on the further 
improvement of the control of the branches of the republic's national economy 
on the basis of the concentration and specialization of production and the 
creation of large-scale production associations. The Belorussian Branch of 
the State Scientific-Research Energy Institute imeni G. M. Krzhizhanovskiy 

is developing an optimal version for developing the fuel and energy management 
of Belorussian SSR by 1990 and the basic trends in its development up until 
the year 2000. It is expected that the optimizing of the fuel and energy 
economy in the republic will make it possible to save as much as 10 percent of 
the expenditure for fuel supply. 


There has been a further development of socioeconomic research. Belorussian 
State University imeni V. I. Lenin is engaged in problems of labor sociology, 
the changes in the nature and conditions of labor during the period of mature 
socialism, and in research on the ways and forms of increasing the rate of 
labor and social participation of the workers at industrial enterprises. The 
purpose of the stwdies is the broad involvement of the workers in the controi 
of production and social life. The Belorussian Branch of the Scientific - 
Research Institute of Labor is preparing methodological instructions dealing 
with the organization and control of the socialist competition. The task 
posed is to increase the effectiveness of that competition, and to intensify 
its effect upon the solution of the economic, social, and political tasks in 
the development of our society. 
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the branc’., but the very same topic at Belmezhkolkhozstroy “costs” 50,000 
rubles, asd at BSSR Mintorg the unbelievable amount of 133,000 rubles. 

To develop and introduce a system for controlling the quality of output, the 
laboratory at BSSR Minpromstroymaterialov is planning to expend 12,000 

rubles, but BSSR Minbyt is planning to expend 81,000 rubles. For research 

on topics linked with improving the competition, the labo) atory at BSSR 
Minpishcheprom plans to expend 60,000 rubles, and that at BSSR Minmyasomolpron, 
106,000 rubles. 





One also encounters completely inexplicable situations. For example, the 
laboratory at BSSR Minmyasomolprom in 1976 completed research on the topic 
"Generalize the experience in organizing and controlling the socialist 
competition.” In 1977, for some reason, that laboratory returned to the 
same topic, changing its name and increasing the expenditures from 3000 
rubles to 9000 rubles. 





The list of topics at a number of laboratories is extensive and nonspecific. 
For example, the topical plan at the laboratory of the Ministry of Automotive 
Transport has collected all the problems pertaining to improving -he planning 
and control. The final results of the research are unclear, and therefore 
the monitoring of the execution of the NIR plan, practically speaking, is 
impossible, since the volume of the work has not been clearly defined. Or 
take this additional example. The NOT laboratory at BSSR Minpishcheprom 

is repeating for the fourth time in a row the topic "Generalize the experience 
in organizing and controlling the socialist competition.” The Center for 
NOT, at BSSR Minmyasomolprom, has constructed the entire list of topics on 
improving the system of socialist competition, ending with a system for 
summing up the results, 





In addition to the list of topics being planned, the laboratories execute a 
large number of ad-hoc assignments in conformity with the needs of the 
ministries. Frequently ihese assignments predominate over the planned list 
of topics, and the laboratories are converted into the "fire brigades” of 
the ministries and departments. 


Many laboratories lack a definite procedure for developing, and approving the 
work programs, or for preparing reports on the executed topics. Frequently, 

no working programs are drawn up for the topic. The level of methodological 
work is inadequate. The number of executed ;rojects that have found practical 
application is small. Many ministries and departments in a number of instances 
fail to approve the persons who are responsible for the work of the labora- 
tories. The material-technical base of the scientific institutions requires 
reinforcement. One senses a shortage of electro :ic-computer technology, 

and of technical means for copying and reproducing the documents. 


The solution of these problems requires the intensification of economic work 

as a whole. However, because of the lack of coordination in the efforts 

of the economists, many topics that are of great importance for the national 
economy are frequently resolved with the use of small efforts. On the average, 
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the elaboration of each oi them requires 5-6 scientific wor! re is not 
surprising that individual topics have been in the process nd atisire-Tines 
for many years. Some of them, by > my | 

their vital importance, and are obsolete. As a result leet tea 
projects find practical application in the national eco 


ry 
Fs 
} 
® 
f 

\ 
( 
’ 
ie 
» 

“ 

r 

f 
{ 


The existing decentralization in the control of scientifi esearch 

is creating large difficulties, beginning with the elaboration and approval 
of the coordination ~_ and ending with the carryin; ie research 
projects themselves Everything is carried on 
principles." And this leads to a situation in 

organizations either advance excessive requiremerts < the increase 
in the number of workers and additional tinancing, sent 
execute smali-scale assignments, But the lead executo: 10 ive either 








the administrative or the financial capabilities t e upon 
them. 

In order to develop the basic trends ti taken in s | nomic 
research and to define the most import. republi 

interdepartmental council on economic science has been creat inder BSSR 
Gosplan. That council includes the repubiic's leading 3c t 
defines the most important republic-leve!l probier ] nomics; 


evaluates the present-day ievel of the research thé carried out; 
develops the basic trends, sequence, and tasks for th important scienti- 
fic research; and considers the proposals submitted by entific-research 
and design institutes, institutions of higher learning, 1 ‘ries, and depart- 
ments dealing with the cGevelopment of the economic and >onomic problems, 
and the inclusion of them in the State Plan for the Dev t of th 
Republic's National Economy. Its purview also include lraft versions 

Dp 


for coordination plans; questions pertaining to the di ion of financial 
resources; and scientific reports dealing with the conj “esearch ojects. 
The council makes recommendations to the directive, pia nd conomic 
agencies. The current and operational work of the interdepartmental council 


is conducted by its working agency -- the Division for the Coordination oi 
Scientific Research Projects Dealing with Republic-l nomi 


which was created on the table of organization of NI ed to BSSK 

Gosplan. 

What results has the council achieved in its work? The covscit has considere 

and approved the coordinating plans tor developing sucl biems as "Increasing 
the effectiveness of sociai production in Belorussiar the basis of 
intensification (methods and methodology, criteria, an tors), 
"Generalizing the experience and developing the recommenastions for improving 
the organization of socialist competition in the repub- industry ana 

the control of that competition," and many others. Mor 90 institutions 


have been involved in developing them as co-executors ntific-research 
institutions and technology-design organizations, a t nomic subdivisions 
of various ministries and departments. 


A council decision recommended that NIIEMP, attac!i splan, raise the 








scientific level and practical significance of the programs being developed; 
expand and deepen the research on questions of a methodological nature, 
especially those linked with the place that programs occupy within the system 
of national-economic planning, with the broader application of methods of 
economic mathematics and electronic computers in substantiating the optimal 
versions for the development of the republic's national economy, its 
branches, and spheres; deepen the territorial breakdown of the comprehensive 
programs; extend the work involved in generalizing the materials in the 
individual comprehensive programs, with the purpose of substantiating the 
prospects for developing the national-economic complex of the republic as a 
whole; and improve the coordinating work with the co-executors. 


The council discussed and approved the project "Basic principles and recom- 
mendations for quality control of the work in the production and nonproduction 
spheres of activity." The purpose of executing the project is to assure the 
methodological unity during the designing of the comprehensive systems for 
work quality control (KS UKR) in the branches of the national economy. 


The council also discussed such problems as the creation of a scientific- 
economic association on the basis of the interbranch scientific-research 
organizations in the republic and the direction to be taken in the research 

of the Belorussian State Institute of the National Economy. It was noted 

that, in view of the acceleration of the rates of scientific-technical progress 
and the changeover from extensive to intensive forms of scientific activity, 
the ~osing of the question of centralizing the control of scientific research 
is cumpletely correct, atid it was also noted that the work of substantiating 
this form of controlling the activity of the leading scientific institutions 
which specialize in the economic area should be continued. 


it was recommended that the Belorussian State Institute of the National 
Economy carry out research on concentrating the scientific efforts on the 
solution of the problems that are most important for the republic's economy, 
take steps to intensify the ties between the institute and production, and 
achieve an increase in the number of introduced projects. 


The interdepartmental council is faced with the task of rendering assistance 
to the workers at the scientific-research institutes, branch laboraties, 
and other economic subdivisions in raising the level of planning and coordi- 
nation of scientific-research projects so that the national economy will 
receive the maximum benefit from each research project. 


COPYRIGHT: "Promyshlennost’ Belorussii,"” 1979. 
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INCENTIVES FOR EFFICIENT WORKING CAPITAL UTILIZATION 
Moscow PLANOVOYE KHOZYAYSTVO in Russian No 6, Jun 79 pp 104-107 
[Article by V. Fashchevskiy ] 


[Text] Increasing the efficiency of the utilization of working capital is 
one of the most important tasks facing enterprises, associations and other 
economic organizations in the present stage of communist construction. In 
the Central Committee's report address to the 25th party congress L. I. 
Brezhnev, general secretary of the CC CPSU and chairman of the Presidium of 
the USSR Supreme Soviet, noted the need for more effective and thrifty uti- 
lization of material and financial resources.! 


In the 1976-1980 period measures are intended to raise the efficiency of 
utilization of working capital in the national economy. For instance, the 
state plan and budget envisaged targets for putting above-allowance inven- 
tories into economic circulation and for speeding up the rate of turnover of 
working capital. Economic levers, whose application in economic practice 
motivates enterprises and associations to be more efficient in the disposi- 
tion of the resources available to them, are expected to play an important 
role here. 


The present system of planning and economic incentives is helping to improve 
the utilization of working capital thanks to introduction of the charge on 
capital and the indicator of profitability relative to capital. But this 
measure is not effective enough to optimize the level of inventories of 
those current assets which are subject to allowances. Many enterprise di- 
rectors prefer to pay the charge on above-allowance inventories (which re- 
duces the size of incentive funds by a negligible amount), maintaining them 
against the possibility of interruptions in the supply of materials and 


equipment. 


In our opinion the amount of the charge on capital should be differentiated 
so as to motivate enterprises to reduce the level of inventories of finished 
goods and supplies. It would be best to apply it at the regular rate only 
to inventories within the allowed limits, while a higher rate would be ap- 
plied to above~allowance inventories, and the charge would be differentiated 
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as a function of the reasons why the inventories were built up. If the ac- 
cumulation resulted from unsatisfactory enterprise performance (uneven pace 
of production, incomplete linkage between production plans and supply plans, 
shortcomings in the organization and planning of production, higher actual 
costs of materials, production in process and finished products as compared 
to the plan, etc.), then a higher percentage should be collected than in 
cases when the accumulation resulted from overfulfillment of the production 
program, the need to put new products into production, or shipment difficul- 
ties and other reasons that do not depend on the work force of the enter- 
prise. 


The differentiation of the interest rate on credit used for current opera- 
tions over and above the reference figure for credit financing, ? which has 
been proposed by certain economists, seems unacceptable for the following 
reasons. In the first place, it is contrary to the founding principle on 
which this form of credit is based--the inevitability of fluctuations in the 
need for working capital because of the periodic nature of the delivery of 
materials, the series pattern of production, etc. It follows that it is 
normal for total bank loan indebtedness to exceed the reference figure for 
credit financing in certain periods and therefore inadvisable to penalize 
the enterprise by applying a higher interest rate. In the second place, en- 
terprises may have above-plan inventories of current assets subject to al- 
lowances even when they are not making full use of borrowed funds for work- 
ing capital because they have sources of working capital not covered by the 
plan (accounts payable and unused balances of economic incentive funds and 
earmarked appropriated funds). 


Some authors? believe that sources of working capital should be the basis 
for computing the charge on capital. We cannot concur in this opinion. 
Working capital circulates, passing successfully from one physical form to 
another. Its sources and the relative importance of various sources are not 
essential. All these considerations make it necessary to compute the charge 
on capital on the basis of the size of inventories of current assets subject 
to standard allowances. Moreover, it is best to compute the charge on capi- 
tal and profitability so as to take into account the sum total of current 
assets subject to standard allowances regardless of the source of working 
capital. Such a measure would motivate enterprises and associations to ful- 
fill their production program with optimum amounts of assets subject to 
standard allowances. At the present time inventories built up with loans of 
USSR Gosbank with merchandise or supplies as security, accounts payable but 
not yet due to suppliers, and deliveries not yet billed are subtracted from 
current assets as shown on the balance sheet. Since the interest rate on 
bank credit (averaging 2.8 percent) is considerably lower than the rates of 
the charge on capital (6 percent), and the use of accounts payable is alto- 
gether gratis, a situation has come about in which it is far more advanta- 
geous for the enterprise to use borrowed money or other liabilities than to 
strive to preserve and augment its own working capital. Moreover, under 
present ‘onditions enterprises have less incentive to maintain optimum lev- 
els of inventories of current assets subject to standard allowances. 
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it would be disadvantageous for the enterprise to withdraw working capital 
for these purposes. This would be conducive to adherence to the principle 
of using working capital for the designated purpose, and it would also serve 
as an additional incentive for speeding up the turnover of working capital, 
Since the working capital made available would be in the form of money in 
the current account. 


A solution also has to be found to the problem of enhancing the economic mo- 
tivation to efficiently utilize working capital entirely in the distribution 
sphere and not subject to standard allowances. In order to increase the ef- 
ficiency of utilization of working capital there should be a maximum reduc- 

tion of the settlement time and the share of working capital represented by 

these current assets. 


At the present time the share of assets not governed by allowances is in- 
creasing in the total amount of working capital. For instance, at the be- 
ginning of 1970 it was 17.8 percent in industry, while at the beginning of 
1977 it was 19.8 percent. Accounts receivable were 2.7 and 4 percent, re- 
spectively.* Moreover, it should be borne in mind that during the year the 
relative share of accounts receivable and also of goods shipped is consider- 
ably higher as a rule, while it is lower at the beginning of the year, which 
is mainly the result of interindustry offsetting of loan indebtedness and a 
related extension of settlement credit to complete the clearing process. 


The practice of a number of suppliers who ship products ahead of schedule 
considerably contributes to the growth of accounts receivable, which is why 
customers regularly send in refusals to pay their accounts. 


Enterprises make shipments ahead of schedule in order to reduce balances of 
current assets subject to standard allowances (finished products) or to pre- 
vent their growth, which ensures a rise in the suppliers’ level of profit- 
ability. Customers refuse to accept bills on such products, arguing that 
the delivery was premature or the commodity was not ordered. About 90 per- 
cent of the goods which customers have refused to pay for for these reasons 
are paid for subsequently. 


There are also cases when some suppliers permit noncommodity payment docu- 
ments for payment (i.e., when the products have not actually been shipped). 
At the same time a number of enterprises figuring as purchasers issue drafts 
or checks to pay for goods which have not been shipped, i.e., engage in un- 
lawful payment of advances (commercial credit) to suppliers so that the lat- 
ter can fulfill sales plans in a rigged way. 


In order to encourage enterprises and associations to reduce the level of 
current assets not subject to standard allowances, it would be advisable to 
take the latter into account when the charge on capital and profitability 
are being computed. Here we are not referring to balances of goods which 
have been shipped if payment on them is not yet due, since an increase in 
this category results mainly from expansion of the shipping radius (which is 
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incentives because of shortcomings in the work of the financial division, on 
which punctuality in making payments to suppliers depends. 


Economic motivation of reduction of nonpayment and consequently of the total 
amount of those components of working capital not subject to standard allow- 
ances should in our view pursue the direction of taking these into account 
when the charge on capital and profitability are computed and of adopting 
the proposed indicator of the yield on working capital. 


It will improve the use of working capital and speed up its turnover greatly 
if there are incentives to withdraw it from circulation. Some authors® sug- 
gest for this purpose that most of the funds made available by speeding up 
the rate of turnover should be credited to the production development fund, 
while the rest would go to the ministry's reserve for extending temporary 
financial aid. But this procedure will not sufficiently motivate the col- 
lectives of enterprises, and therefore it would be wiser to credit a portion 
of these funds to the material incentive fund. There does not seem to be 
sufficient justification for using working capital to replenish the produc- 
tion development fund, which is intended for financing capital investments. 


In a number of cases an undesirable effort might be made at enterprises to 
do everything to reduce the level of current assets subject to standard al- 
lowances in order to increase the size o: incentive funds. Here a role 
should be played by the effort to improve the economic soundness of norms 
governing working capital and by close supervision to see that actual stocks 
fall within allowances. 


Performance of these measures should in our opinion promote a further en- 
hancement of economic motivation for the most rational and efficient utili- 
zation of working capital and consequently fulfillment of the decisions of 
the 25th CPSU Congress OOROSE RARE achievement of a comprehensive rise in the 
efficiency of social production. 


FOOTNOTES 


l. "“Materialy XXV s"yezda KPSS" [Proceedings of the 25th CPSU Congress], 
Moscow, Politizdat, 1977, p 45. 
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"Finansy i kredit v usloviyakh khozyaystvennoy reformy" [Finance and 
Credit in the Context of the Economic Reform], edited by N. V. Garetov- 
skiy, Moscow, Finansy, 1969, p 249. 


3. G. L. Bromberg, V. G. Gribov, A. G. Lur'ye and V. L. Perlamutrov, 
"Planirovaniye oborotnykh sredstva na predpriyatii" [Planning Working 
Capital at the Enterprise], Moscow, Ekonomika, 1969, p 146. 


4. “Narodnoye khozyaystvo SSSR za 60 let" [Sixty-Year History of the Soviet 
Economy], Moscow, Statistika, 1977, p 642. 
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DELIBERATIONS OF USSR GOSPLAN EXPERT COMMISSION 
Moscow PLANOVOYE KHOZYAYSTVO in Russian No 6, Jun 79 pp 121-122 
[Unsigned article] 


[Text] The State Expert Commission is doing considerable work in the expert 
evaluation of materials on social and economic problems, schemes for devel- 
opment of sectors and industries and technical-and-economic justifications 
submitted to USSR Gosplan by ministries and departments. The commission 
makes it its principal task to discover the most rational decisions that 
guarantee maximum efficiency of social production. 


In 1978 60 expert evaluations were made on matters concerning agriculture 

and reclamation, fuel, the fuel and power industry, chemistry, metallurgy, 
transportation, machinebuilding, the timber and paper industry, and forestry. 
Favorable conclusions were issued in 35 evaluations, and the preparation of 
material for 25 projects was deemed unsatisfactory, and they were returned 

to the authors for additional work that would take into account the remarks 
and recommendations of the expert commission. 


Concerning all these matters the State Expert Commission made specific re- 
marks and issued recommendations which are being taken into account by divi- 
sions of USSR Gosplan and by ministries and departments in their work. 


Expert evaluation of the scheme for development and location of the micro- 
biological industry in the 1976-1990 period established that the projected 
size of the demand for the principal microbiological product had been deter- 
mined with sufficient soundness, that the use of those products is highly 
efficient, that there is a potential for obtaining production from diverse 
raw materials, and that the principal directions of the industry's technical 
progress and the predominant location of new enterprises in the country's 
eastern regions are correct. At the same time the commission found it nec- 
essary that the following additional aspects be worked ca and reflected in 
the scheme: determination of the advisable development and location of the 
industry's raw materials base; mutual linkage of the scale of development of 
the microbiological industry and related industries, bringing them into con- 
formity with limits on capital investments; justification of the planned lo- 
cation of enterprises so as to take ecological conditions into account. In 
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Expert Commission found it possible to recommend the scheme for approval for 
the projection period up to 1990. 


The proposal of a method for calculating the need for materials-handling ma- 
chines in industrial rail transport calls for determination of the optimum 
car processing time and the necessary number of machines required, the cri- 
terion being the minimum of cost to the national economy. It was estab- 
lished that by and large the proposed method meets the requirements of a 
normative document, that it is based on fundamentally correct principles, 
and needs only partial additional work in line with the remarks and reconm- 
mendations set forth in the conclusion of the State Expert Commission. It 
is acknowledged that improvement of equipment to handle the planned volume 
of traffic will make it possible to achieve an economic benefit running to 
hundreds of millions of rubles. 


The technical-and-economic report on building the fuel portion of the Kansk- 
Achinsk Fuel and Power Complex (KATEK), taking the need for Kansk-Achinsk 
coal as the point of departure, provides for construction of large new pits 
and reconstruction of two existing pits with a total capacity of 239 million 
tons per year. 


It was found that coal reserves in the Kansk-Achinsk basin are fully ade- 
quate to cover the large and growing need for Kansk-Achinsk coal in the fue 
ture. In terms of technical-and-economic indicators the mining of this coal 
is one of the best in terms of economic efficiency. Its cost in terms of 
standard coal for consumers in the regions of Siberia and also the specific 
capital investments are lower than the corresponding figures for Kuznetsk 
coal mined by the opencut method. 


The State Expert Commission recommended that the USSR Ministry of Power and 
Electrification work together with interested organizations to prepare a 
unified TEO for building the Kansk-Achinsk Fuel and Power Complex for the 
period up to 1990 and also a scheme for development of that complex up to 
the year 2000. 


The technical-and-economic justification concerning expansion of the Novo- 
cherkassk Electric Locomotive Plant, which was examined by the State Expert 
Commission, was recommended for approval, since the principal aspects of the 
plant's expansion (production program, base models of electric locomotives, 
technical and construction designs, and the makeup of the plant) were in 
principle dealt with correctly. 


At the same time, it was found possible to reduce the total construction 
cost 60 million rubles and the work force 2,100 by eliminating excessive 
elements in auxiliary production operations, external utility mains, and 
utility and residential facilities. 


The State Expert Commission faces large tasks in 19/9 as well. The plan en- 
visages expert evaluation of a number of major projects: for example, the 
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MODELING REGIONAL DEVELOPMENT PROGRAMS 


Novosibirsk IZVESTIYA SIBIRSKOGO OTDELENIYA AKADEMII NAUK SSSR--SERIYA 
OBSHCHESTVENNYKH NAUK in Russian No 1, Jan 79 pp 21-27 


[Article by V. B. Bostandzhyan and G. M. Mkrtchyan, Institute for the Eco- 
nomics and Organization of Industrial Production of the Siberian Department 
of the USSR Academy of Sciences, Novosibirsk: “Simulating the Process of 
Fulfillment of a Regional Development Program as a System"] 


(Text ] Unity from the standpoint of economic geography and a certain integ- 
rity of the process of reproduction, based on the formation of intersector 
structures with a relatively closed production cycle, are the principal cri- 
teria of the region as a subject of planning. As a form of the spatial or- 
ganization of production, based on sectoral and geographic division of labor 
within the entire national economy, the region is, moreover, regarded as a 
certain subsystem of that economy, one whose operation is subordinated to 
the tasks confronting the system as a whole. At the same time the greater 
emphasis on comprehensiveness in economic development is raising a number of 
specific problems in future development which concern every region as a rel- 
atively independent entity. These problems predetermine the principal goal 
of regional development, which consists of building the economic structure 
that best suits the local conditions, yields the maximum benefit at the na- 
tional level and at the same time guarantees a steady rise in the level of 
living of the population of the given locality. Balanced development of the 
sectors in the region is also provided for. 


Every economic region has distinct industries and sectors in which it spe- 
cializes; their development is determined by the existence of economical na- 
tural resources, the appropriate productive plant, geographic location, and 
so on. It is these sectors and industries that participate directly in in- 
terregional exchange and determine the given region's place in the country's 
geographic division of labor. 


The secondary sectors and industries are expected to support the development 
of the specialized sectors and industries and to provide for the region's 
own needs. That set of sectors and industries comprises the economic re- 
gion's productive infrastructure; its structure and scale of development de- 
pend mainly on the needs of the specialized sectors and industries and also 
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lent ome in from outside. The specialized sectors and industries and 
the productive infrastructure together comprise the economic region's pro- 
duction complex, whose Serene is pivotal to the formation of labor re- 
sources and consequently the given region's population growth. The local 
population's needs for various products and services are met by the service 
industries and sectors, which together comprise the economic region's social 
infrastructure, whose makeup and scale of development are mainly determined 
by intraregional needs for its output. 

We should note that the level of efficiency of the economic complex of every 
economic region depends on the degree of bala’ e in development of the spe- 
cial ized industries, support industries and the facilities of the productive 
social infrastructures. Attaining the optimum pattern of the economic com 
plex requires that a differing group of problems be soived for each of these 
elements so as to take into account the specific conditions of their opera- 
-LOn the constraints that apply. A large role must be attributed in 
this process to the geographic aspect of development, which presupposes the 
irafting of a comprehensive prospective plan of the entire region’s develop- 
ment This plan should meet the needs of the national economy and give max- 
imum consideration to regional needs. 

The existence of stable technological, production, economic and organiza- 
tional connections, both external and internal, is a mandatory condition for 
the normal functioning of the economy of any economic region as a complex 
multifunctional unit of the country’s national economy. These connections 
determine the given region's place in the country's national economic com- 
plex, its specialization in the interregional and intraregional division of 
labor and the hierarchical pattern of the subsystems (sectors and indus- 
tries) of the region's economy, and thereby the stages in regional planning 
as well. Asa er of fact in the stage of compiling the prospective plan 
for development of the national economy the economic region, along with 
other heoaeteunte and the country's regional planning and administrative 
agencies, submits information to the top level on its capabilities and re- 
sources, on the costs at which the production program Signed it from the 
center can be carried out, and also on the resources of other regions it 
needs (feedback connections). All this information is processed and evalu- 
ated from the standpoint of the national economy, following which central 
planning and management authorities determine the production assignment for 
the specialized sectors and industries (the country's need for the region's 
resources or end product) and the composition and quantity of resources 
(products) which they can allocate to the given region (direct external con- 
nections). We should note that in this = of planning the basic subsys- 
tems of the regionai system (specialized sectors and industries) are distin- 
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Regional planning and management authorities then strive to ensure the inte- 
grated development of the specialized sectors and industries, to which ena 
they solve such problems as intraregional location of industrial enter- 
prises; determination of their size, their specialization, and of the direc- 
tion and rates of development of production at individual enterprises; de- 
termination of the capital investments necessary for new construction and 
reconstruction of existing enterprises and the distribution of those invest- 
ments among projects; distribution of resources in short supply among enter- 
prises and ascertainment of the most expedient relations among the produc- 
tive facilities of sectors and industries and also between them and con- 
sumers of their products. All this in turn makes it necessary to devise 
special-purpose programs to plan the group of enterprises in @ particular 
sector or industry which are bound together by production technology in the 
manufacture of a particular type of product and constitute a production com 
plex within the industry or sector. 


The basic principle in defining the production complex within the region 
sector or industry is the technological and economic interrelatedness of its 
enterprises resulting from the regional combination of plants of a single 
industry brought together because they are using the same raw materials, 
fuel, power, water, buiidings and structures, manpower, etc. 


Distinguishing the production complexes within sectors and industries where 
it would be good to examine and take major economic decisions wiil maxe it 
possible to attract capital investments for development of ail its units in 
@ purposive and planned manner. This makes it possible to effectively com 
bine (economically and technologically) in a particular area production op- 
erations and subindustries of a single configuration which are interrelated, 
which tends to increase the efficiency of social production as a whole. 
Thus the production oumplens within sectors and industries, as integral 
parts of the economy's region, are its relatively complete and important 
subsystems. 


It can be said that in any economic region production compiexes take shape 
within sectors and industries whose future purposive development is the subd- 
ject of long-range comprehensive plans for prospective development (pro- 
grams) compiled by local planning and management authorities. The goal of 
these plans is to see that the needs of the national economy for their prod- 
ucts are met by the dates specified and conform to the assigned product list 
and the quality and quantity specified. 


But providing for the efficient development of complexes within sectors and 
industries cannot claim to be the principal purpose of regional — 

We should note that meeting the country's needs for resour 
assigned to it (providing for the purposive development of the sectors and 

industries which are its specialty) is the heart of the economic activity of 
any economic region. Mobilization of all resources is indispensable to ful- 
fillment of national-economic assignments; at the same time the region set 
itself the goal of providing for the most comprehensive development of its 
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republics and union republics not divided into oblasts), that represent eco- 
nomic and administrative unity (integrity). Each of them is distinguished 
by the specific nature of the economic complexes it consists of and special- 
izes in particular sectors and industries, which results from the regional 
division of labor. 


The process of division into regions can be extended, since within each eco- 
nomic region at the middle level there are also economically integrated re- 
gional-industrial combinations objectively taking shape--intraregional (in- 
trarepublic) economic areas. Distinguishing these subregions is very impor- 
tant in planning the region's economy. The reason is that every region's 
specific conditions predetermine its specialization in particular sectors 
and industries, so that the economic configuration (the comprehensive char- 
acter of development, the level of economic "maturity," etc.) of intrare- 
gional areas may differ substantially. It is natural that this should give 
rise to interregional exchange involving delivery of the products of the 
specialized industries, of the productive infrastructure, and so on, and 
also involving exchange of labor resources. Consequently, it can be said 
that development of an economic region's economic complex should be planned 
both with respect to the branches of material production and also with re- 
spect to its geographic zones (areas). 


From the standpoint of systems analysis everything we have said can be re- 
phrased this way: the economic region is a complex open system (i.e., a 
subsystem of the more general national-economic system) which consists of 
subsystems at the lower level--specialized industries and sectors, the sec- 
tors and industries of the productive and social (social-welfare and con- 
sumer-service) infrastructures, and of intraregional areas. This kind of 
hierarchical organization of the economic region is justified; it is pre- 
cisely in these terms that it can be regarded as a self-developing system 
possessing a certain developmental momentum of its own. Finally, in this 
hierarchical representation of the regional system the relative autonomy of 
its individual units is distinctly manifested, which makes it feasible and 
convenient to analyze and solve the problems of regional planning. This 
also makes it possible and necessary to adopt programs to plan the develop- 
ment of the economic region's economic complex. 


The prerequisites indispensable to programmatic planning are created first 
of all by the sectors and industries that represent the region's specializa- 
tion. The reason is that information concerning volume indices and rates 
and proportions of the development of its specialized sectors and industries 
is flowing from the level of the national economy to the regional level. 

The volume indicators serve as the basis for drafting comprehensive sector- 
wide and industrywide programs whose purpose is to meet the needs of the na= 
tional economy for their products (resources), while the indicators of rates 
and proportions are used to determine the periods when these products (re- 
sources) will be produced. At the same time effective fulfillment of indus- 
trywide and sectorwide programs presupposes corresponding development of ali 
other elements (the facilities of the productive and social infrastructures) 
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development of the sector or industry, interacts with every model of the 
sectoral programs. in other words, this model is like a control element 
which sees that planning targets for the output of specific products in the 
specialized sectors and industries by the subperiods (5-year periods) of the 
period covered by the long-range plan. 
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>} Interzone model for development of 
the economic region's infrastructure 








Figure 2 


The model for shaping the infrastructural sectors and industries of the 
economy of the geographic zones of the economic region, whose responsibility 
it is to ensure achievement of the comprehensive sectorai programs, is con- 
sidered at the lower level. The model of the lower level is shaped on the 
basis of the block problem in linear programming. 


The proposed set of models amply reflects the program-by-program breakdown 
in planning the individual units of the economic region's economy, which are 
examined in close interaction with one another, and it represents with suf- 
ficient accuracy the economic processes taking place under real conditions. 


The posing of this problem in economic terms is based on the fact that at- 
tainment of the resultant indicators of the long-range programs for devel- 
opment of sectoral complexes can usually be achieved by a great number of 
interchangeable methods differing, first of all, in the composition and vol- 
umes of resources used, and second, in the rate at which expenditures of 
those resources take place. Under those conditions the problem of optimiz- 
i>g economic programs can be formulated in general terms like this: within 





L. A., “Setevyye metody planirovaniya kapital'nykh vlozheniy" [Networking in 


Planning Capital Investments], Moscow, Nauka, 1976; "Dolgosrochnyye pro- 
grammy kapital'nykh vlozheniy. Ekonomicheskiye problemy i modeli"™ [Long- 
Range Capital Investment Programs. Economic Problems and Models], Moscow, 
Ekonomika, 1974. 
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and consumer-service infrastructure, which make it possible to obtain new 
values of the evaluations. 


The purpose of coordinating the models of the upper and lower levels is to 
arrive at such schedules for construction of facilities called for in the 
sectoral programs that the national-economic rates and proportions of their 
development are ensured at minimum outlays to develop the infrastructure. 


Final realization of the proposed multilevel system of models presupposes 
the determination of optimum orders of priority and times for construction 
of the facilities called for in the sectoral programs, for development of 
the infrastructure of the region's territorial zones, for distribution of 
limited resources, and also for efficient utilization of labor resources. 


COPYRIGHT: Izdatel'stvo "Nauka," "Izvestiya Sibirskogo otdeleniya AN SSSR,” 
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sociations has maintained its timeliness. As a whole for the U 
ll be almost 3-fold more associations in operation in 1980 than in 1975. 


The development plans of the association have a common structure with their 
organizational plans, although they differ somewhat in content. 


The development plans focus on the problems of the technical improving of 
production and the redistribution of operational and economic functions, 
since the process of their centralization, as a rule, should be carried out 
during the stage of organizing the associations. This is substantiated by 
the experience of the associations in the Ukrainian garment and footwear 
industry. Thus, in the development plans of the L'vov Progress Footwear 
Industry Production Association organized in 1961, the centralization of 
functions is not provided, since the execution of these functions has al- 
ready been centralized and to a certain degree automated by the introduction 
of the Progress automated management system in 1975. Full centralization of 
the functions of material and technical supply and the reallocation of oper- 
ational and economic functions are planned only for 1980 in the plans of 

the L'vov Vesna Garment Industry Association. 


The development plans for the associations which were organized comparatively 
recently and for which the development process is not complete include ques- 
tions the solution to which could have been provided for procedurally in the 
organizational plans. For example, the Donets Donbass [Donets Basin! Asso- 
ciation which was organized in 1976, in its development plans, by 1980, 
foresees the centralizing of the following functions: Technical and economic 
planning, the organization of labor and wages, material and technical supply 
and marketing, and financing. In practical terms for the associations which 
were organized without any technical and economic basis, the development 
plans are in essence the same ——o plans. The similarity is dis- 
closed, in particular, in analyzing the measures included in them in the 

area of centralizing the operational and economic functions. 


The range of the comprehensive approach to management at the present stage 
presupposes a defining of the place of association development planning in 
the overall system of measures to improve management, and an elucidation of 
the relationship of the association's development plans with the general 
management system, the management improvement plan and the 5-year compre- 
hensive plan for the development of the production association. 


The development plans of production associations are worked out on the basis 
of the general management systems and are their logical continuation. 


In relation to the management improvement plan, as was pointed out in the 
Temporary General Sectorial Methodological Recommendations on Planning the 
Organization and Development of Production Associations in Industry as ap- 
proved by the USSR Gosplan and the GKNT [State Committee for Science and 

nl 


Technology], the development plans operate as the initial basis for elabor- 
ating the plan. 
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economic accountability will contribute more fully to the reconciling of 
economic interests. 


A rise in the level of the socialization of production leads to the growth 
of the basic self-financing element. Ever more resources are concentrated 
in the primary element of the economy, it possesses broad economic opera- 
tional independence, and gains significant opportunities in the area of 
economic incentives for the workers. At the same time a number of protlems 
arise in the organizing of its economic activities, and these cannot be 
settled solely on a basis of the economic accountability levers and princi- 
ples. The necessity arises of strengthening control by the superior bodies 
over the activities of the primary economic elements, and their qualitative 
fulfillment of the state plans. It is very important that the plans for the 
organization and development of the primary economic element provide for the 
organization of internal economic accountability on the basis of a compre- 
hensive system of planning and economic incentive which would institute a 
rational procedure for implementing the economic relationships both within 
the association as well as within the sector and on an intersectorial scale. 


The plans of the association must be coordinated with the range of economic 
accountability levers, and each planned measure should be sound and provide 
the most efficient use of the economic levers of economic accountability for 
the purposes of most fully satisfying the growing needs of the workers. For 
this reason it would be wrong in working out the organizational and develop- 
ment plans of the associations not to provide in them for solving the ques- 
tions of improving economic accountability, and to isolate them as an inde- 
pendent stage.? 


It is very important that the organizational and development plans of the 
associations have a procedural support. The existing plans are based upon 
the mentioned Temporary General Sectorial Procedural Recommendations on the 
Planning of the Organization and Development of Production Associations in 
Industry. However, these contain only general instructions that the plans 
should provide for an improvement in the forms and methods of planning, 
economic accountability, direct and long-term economic ties, and the organ- 
zing of =anagement on the basis of combining centralized leadership with 
economic initiative. However the specific questions of organizing economic 
accountability are lacking. The same is also characteristic for the sec- 
torial procedural recommendations. 


It is essential to delimit the problems of improving economic accountability 
relations incorporated in the plans and the comprehensive plans for the eco- 
nomic and social development of the production associations. A comparison 
of both types of plans in the Ukrainian meat-dairy and baking industry shovws 
that they are very similar in terms of the structure of the elaborated 





See: "“Sozdaniye i Razvitiye Obd"yedineniy v Promyshlennosti,” p 31. 
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indicate the percentage of centralized Jobs, and this can be cal ved as 

the ratio of the number of workers engaged in performing the given function 
in the management personnel of the association to the number of workers in 

the management personnel performing it in the personnel of the association 

and its production subdivisions.” This will make it possible to concretize 
the measures provided for in both types of plans to implement the economic 

operational independence of the primary economic units. 





The elaboration of a schematic chart for the territorial placement of the 
production units also helps to more fully analyze the possibilities of 
centralizing functions in the production associations which include terri- 
torially distant enterprises. The Procedural Instructions on Elaborating 
the Technical and Economic Basis for Creating (Consolidating) a Production 
Association in effect in the Ukrainian Ministry of Light Industry recommend 
the compiling of charts as an appendix to the explanatory note of the plan 
(comprehensive plan) for the development of the association in the section 
devoted to the organizational structure of the production association. 
Obviously the preparation of schematic charts can be recommended not only 
in the sectors but also in the sector-wide materials of the USSR Gosplan on 
planning the organization and development of the production associations. 


A clearer definition of the scope of centralized functions will also make 
it possible to improve the planning of changes in the number of management 
personnel in the association and its subunits. At present there still is 
a tendency for a not always valid increase in the number of association 
personnel at the expense of reducing this in the production units. 


» 
-- 


culating the reduction in expenditures on the support of management per- 
nnel caused bv the centralization of production and economic functions 

f important significance for determining the economic accountability 

. The given indicator has been recommended by the sectorial procedural 
uctions on compiling the comprehensive plans for the development of the 
production associations of the Ukrainian Ministry of Food Industry and has 
been calculated in the plans of many associations. Thus, the comprehensive 
development plan of the Dnepropetrovsk Association of Ukrkhlebprom [Ukrainian 
Bakery Industry] provides that by 1980 expenditures for the support of 
management personnel will be reduced by 104,200 rubles due to the centrali- 
zation of functions. For the Donets Production Association of Ukrkhiebprom 
this indicator will be 44,000 rubles, for the Crimean Association 34,500, 

for the Odessa Association 32,000, and for the Kharkov Association 47,000 
rubles. 
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“On the basis of the given indicator, the percentage of the centralization 
of functions hes been calculated in the comprehensive development plan of 
the L’vov Vesna Garment Industry Production Association. 
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percentage of centralizable jobs for each function in the event of their 
partial centralization, disclosing new management functions (here consider- 
ation is given to the type of production association, and the territorial 
placement of the enterprises comprising it); the distribution of ¢ 

of management workers between the association and its subdivisions, and re- 
ducing expenditures on the support of management personnel by centraliz 


the economic operational functions. 


In the area of material incentives it would be desi co 
the recommendations indicators for not only the total amounts of 
incentive funds, but also their distribution in t 

and the elaboration of an optimum distribution structure for the sector. 


However, not all the questions of organizing economic accountability included 
in the plans must be reflected in the comprehensive develonpment plans of the 
production associations. In our view, within the development plans it is 
essential to provide for the following: 


1) A procedure for the centralization and distribution of the planned and 
actually allocated amount of the economic incentive funds considering th 
material responsibility of the association units for violating obligations 
under internal cooperation; 
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2) Economic accountability indicators for evaluating the economi 
of the subunits; 


3) A regulation governing the centralized material incentive fund of a 
production association; 


4) A regulation governing the centralized fund for sociocultural measures 
and housing construction; 


5) A regulation on the centralized production development fund; 
6) A regulation governing claims, that is, a system of s 


a 
against a subdivision which has violated the internal coope 
and has caused harm to the association or an individual sul 


® 
qQ 
ry’ 
) 
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7) General regulations on bonuses for managers, engineers, t 
white collar personnel and workers (for the professions common to 
enterprises comprising the association). In the given instance t 
ing are required: Determining the categories and the e 

covered by the bonus systems; the choice of the i 
tions for structuring the bonus scale; the establ 


money for the bonuses. 
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There already is definite experience in workin 
izing economic accountability incentives in th 
tion governing the formation and expenditure o 
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incentive fund of the association and a regulation on the formation and ex- 
penditure of the association production development fund have been worked 
out in the materials for the development plans of the Zhitomirdrev [Zhitomir 
Lumber] Production Association of the Ukrainian Lumber and Woodworking In- 
dustry. 


The coordinating of the structure of the indicators in the development plans 
of the associations and the management improvement plans helps to strengthen 
the comprehensive approach to the development of economic accountability. 

At present, the given problem has not been fully resolved. The quotas in 
the area of strengthening economic accountability in the procedural reconm- 
mendations for the USSR ministries and departments and the Union republic 
gosplans to work out draft plans for improving management have been formu- 
lated as individual measures, and have not been generalized in an independent 
section or point. Also lacking are indicators which reflect the development 
of external and internal economic accountability relations. There is no 
coordinating of the indicators in the management improvement plans and the 
plans for the organization and development of the associations. The estab- 
lishing of this would be aided by the introduction of the following uniform 
indicators: the proportional amount of product delivered under direct long- 
term ties (from 3 to 5 years) in the total volume of product sales, and the 
proportional amount of raw products, materials, semifinished products and 
supplied finished product obtained under direct long-term ties (from 3 to 

5 years) in the total volume of product sales. 


In many sectors it is difficult for the personnel of the associations to 
work out the plans. For the purposes of improving the quality of the plans, 
it is desirable, in following the experience of the USSR Ministry of Light 
and Food Machine Building, to assign their elaboration to the sectorial de- 
sign institutes. It is also advisable to set up special subdivisions in 
the ministries concerned with the planning questions, for example, in the 
USSR Ministry of Tractor and Agricultural Machine Building. At the same 
time it is essential to strengthen the responsibility of the ministries and 
departments for carrying out the work on time and with high quality, and 
particularly for selecting the most efficient ways for the development of 
the associations. 


COPYRIGHT: Izdatel'’stvo "Ekonomika”, "Planovoye khozyaystvo", 1979 
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